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(A) The market price of the security
or equivalent securities of the issuer
declining by no more than 10 percent
during a 30 calendar-day period of sig-
nificant stress, or

(B) The market haircut demanded by
counterparties to secured lending and
secured funding transactions that are
collateralized by the security or equiv-
alent securities of the issuer increasing
by no more than 10 percentage points
during a 30 calendar-day period of sig-
nificant stress; and

(iv) Not an obligation of a financial
sector entity, and not an obligation of
a consolidated subsidiary of a financial
sector entity.

(c) Level 2B liquid assets. An asset is a
level 2B liquid asset if the asset is lig-
uid and readily-marketable and is one
of the following types of assets:

(1) A corporate debt security that is:

(i) Investment grade under 12 CFR
part 1 as of the calculation date;

(ii) Issued or guaranteed by an entity
whose obligations have a proven record
as a reliable source of liquidity in re-
purchase or sales markets during
stressed market conditions, as dem-
onstrated by:

(A) The market price of the corporate
debt security or equivalent securities
of the issuer declining by no more than
20 percent during a 30 calendar-day pe-
riod of significant stress, or

(B) The market haircut demanded by
counterparties to secured lending and
secured funding transactions that are
collateralized by the corporate debt se-
curity or equivalent securities of the
issuer increasing by no more than 20
percentage points during a 30 calendar-
day period of significant stress; and

(iii) Not an obligation of a financial
sector entity and not an obligation of a
consolidated subsidiary of a financial
sector entity; or

(2) A publicly traded common equity
share that is:

(i) Included in:

(A) The Russell 1000 Index; or

(B) An index that an FDIC-supervised
institution supervisor in a foreign ju-
risdiction recognizes for purposes of in-
cluding equity shares in level 2B liquid
assets under applicable regulatory pol-
icy, if the share is held in that foreign
jurisdiction;

(ii) Issued in:
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(A) U.S. dollars; or

(B) The currency of a jurisdiction
where the FDIC-supervised institution
operates and the FDIC-supervised insti-
tution holds the common equity share
in order to cover its net cash outflows
in that jurisdiction, as calculated
under subpart D of this part;

(iii) Issued by an entity whose pub-
licly traded common equity shares
have a proven record as a reliable
source of liquidity in repurchase or
sales markets during stressed market
conditions, as demonstrated by:

(A) The market price of the security
or equivalent securities of the issuer
declining by no more than 40 percent
during a 30 calendar-day period of sig-
nificant stress, or

(B) The market haircut demanded by
counterparties to securities borrowing
and lending transactions that are
collateralized by the publicly traded
common equity shares or equivalent
securities of the issuer increasing by
no more than 40 percentage points, dur-
ing a 30 calendar day period of signifi-
cant stress;

(iv) Not issued by a financial sector
entity and not issued by a consolidated
subsidiary of a financial sector entity;

(v) If held by a depository institu-
tion, is not acquired in satisfaction of
a debt previously contracted (DPC);
and

(vi) If held by a consolidated sub-
sidiary of a depository institution, the
depository institution can include the
publicly traded common equity share
in its level 2B liquid assets only if the
share is held to cover net cash outflows
of the depository institution’s consoli-
dated subsidiary in which the publicly
traded common equity share is held, as
calculated by the FDIC-supervised in-
stitution under subpart D of this part.

§329.21 High-quality liquid asset
amount.

(a) Calculation of the HQLA amount.
As of the calculation date, a FDIC-su-
pervised institution’s HQLA amount
equals:

(1) The level 1 liquid asset amount;
plus

(2) The level 2A liquid asset amount;
plus

(3) The level 2B liquid asset amount;
minus
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(4) The greater of:

(i) The unadjusted excess HQLA
amount; and

(ii) The adjusted excess HQLA
amount.

(b) Calculation of liquid asset amounts.
(1) Level 1 liquid asset amount. The level
1 liquid asset amount equals the fair
value of all level 1 liquid assets held by
the FDIC-supervised institution as of
the calculation date that are eligible
HQLA, less the amount of the reserve
balance requirement under section
204.5 of Regulation D (12 CFR 204.5).

(2) Level 2A liquid asset amount. The
level 2A liquid asset amount equals 85
percent of the fair value of all level 2A
liquid assets held by the FDIC-super-
vised institution as of the calculation
date that are eligible HQLA.

(3) Level 2B liquid asset amount. The
level 2B liquid asset amount equals 50
percent of the fair value of all level 2B
liquid assets held by the FDIC-super-
vised institution as of the calculation
date that are eligible HQLA.

(c) Calculation of the unadjusted excess
HQLA amount. As of the calculation
date, the wunadjusted excess HQLA
amount equals:

(1) The level 2 cap excess amount;
plus

(2) The level 2B cap excess amount.

(d) Calculation of the level 2 cap excess
amount. As of the calculation date, the
level 2 cap excess amount equals the
greater of:

(1) The level 2A liquid asset amount
plus the level 2B liquid asset amount
minus 0.6667 times the level 1 liquid
asset amount; and

(2) 0.

(e) Calculation of the level 2B cap ex-
cess amount. As of the calculation date,
the level 2B excess amount equals the
greater of:

(1) The level 2B liquid asset amount
minus the level 2 cap excess amount
minus 0.1765 times the sum of the level
1 liquid asset amount and the level 2A
liquid asset amount; and

(2) 0.

(f) Calculation of adjusted liquid asset
amounts. (1) Adjusted level 1 liquid asset
amount. A FDIC-supervised institu-
tion’s adjusted level 1 liquid asset
amount equals the fair value of all
level 1 liquid assets that would be eligi-
ble HQLA and would be held by the

12 CFR Ch. lll (1-1-16 Edition)

FDIC-supervised institution upon the
unwind of any secured funding trans-
action (other than a collateralized de-
posit), secured lending transaction,
asset exchange, or collateralized de-
rivatives transaction that matures
within 30 calendar days of the calcula-
tion date where the FDIC-supervised
institution will provide an asset that is
eligible HQLA and the counterparty
will provide an asset that will be eligi-
ble HQLA; less the amount of the re-
serve balance requirement under sec-
tion 204.5 of Regulation D (12 CFR

204.5).
(2) Adjusted level 2A liquid asset
amount. A FDIC-supervised institu-

tion’s adjusted level 2A liquid asset
amount equals 85 percent of the fair
value of all level 2A liquid assets that
would be eligible HQLA and would be
held by the FDIC-supervised institu-
tion upon the unwind of any secured
funding transaction (other than a
collateralized deposit), secured lending
transaction, asset exchange, or
collateralized derivatives transaction
that matures within 30 calendar days
of the calculation date where the
FDIC-supervised institution will pro-
vide an asset that is eligible HQLA and
the counterparty will provide an asset
that will be eligible HQLA.

(38) Adjusted level 2B liquid asset
amount. A FDIC-supervised institu-
tion’s adjusted level 2B liquid asset
amount equals 50 percent of the fair
value of all level 2B liquid assets that
would be eligible HQLA and would be
held by the FDIC-supervised institu-
tion upon the unwind of any secured
funding transaction (other than a
collateralized deposit), secured lending
transaction, asset exchange, or
collateralized derivatives transaction
that matures within 30 calendar days
of the calculation date where the
FDIC-supervised institution will pro-
vide an asset that is eligible HQLA and
the counterparty will provide an asset
that will be eligible HQLA.

(g) Calculation of the adjusted excess
HQLA amount. As of the calculation
date, the adjusted excess HQLA
amount equals:

(1) The adjusted level 2 cap excess
amount; plus

(2) The adjusted level 2B cap excess
amount.
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(h) Calculation of the adjusted level 2
cap excess amount. As of the calculation
date, the adjusted level 2 cap excess
amount equals the greater of:

(1) The adjusted level 2A liquid asset
amount plus the adjusted level 2B lig-
uid asset amount minus 0.6667 times
the adjusted level 1 liquid asset
amount; and

(2) 0.

(i) Calculation of the adjusted level 2B
excess amount. As of the calculation
date, the adjusted level 2B excess liq-
uid asset amount equals the greater of:

(1) The adjusted level 2B liquid asset
amount minus the adjusted level 2 cap
excess amount minus 0.1765 times the
sum of the adjusted level 1 liquid asset
amount and the adjusted level 2A lig-
uid asset amount; and

(2) 0.

§329.22 Requirements for
high-quality liquid assets.

eligible

(a) Operational requirements for eligible
HQELA. With respect to each asset that
is eligible for inclusion in a FDIC-su-
pervised institution’s HQLA amount,
an FDIC-supervised institution must
meet all of the following operational
requirements:

(1) The FDIC-supervised institution
must demonstrate the operational ca-
pability to monetize the HQLA by:

(i) Implementing and maintaining
appropriate procedures and systems to
monetize any HQLA at any time in ac-
cordance with relevant standard settle-
ment periods and procedures; and

(ii) Periodically monetizing a sample
of HQLA that reasonably reflects the
composition of the FDIC-supervised in-
stitution’s eligible HQLA, including
with respect to asset type, maturity,
and counterparty characteristics;

(2) The FDIC-supervised institution”
in its place wherever it appears. must
implement policies that require eligi-
ble HQLA to be under the control of
the management function in the FDIC-
supervised institution” in its place
wherever it appears. that is charged
with managing liquidity risk, and this
management function must evidence
its control over the HQLA by either:

(i) Segregating the HQLA from other
assets, with the sole intent to use the
HQLA as a source of liquidity; or
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(ii) Demonstrating the ability to
monetize the assets and making the
proceeds available to the liquidity
management function without con-
flicting with a business or risk man-
agement strategy of the FDIC-super-
vised institution’ in its place wherever
it appears.;

(3) The fair value of the eligible
HQLA must be reduced by the outflow
amount that would result from the ter-
mination of any specific transaction
hedging eligible HQLA;

(4) The FDIC-supervised institution”
in its place wherever it appears. must
implement and maintain policies and
procedures that determine the com-
position of its eligible HQLA on each
calculation date, by:

(i) Identifying its eligible HQLA by
legal entity, geographical location,
currency, account, or other relevant
identifying factors as of the calcula-
tion date;

(ii) Determining that eligible HQLA
meet the criteria set forth in this sec-
tion; and

(iii) Ensuring the appropriate diver-
sification of the eligible HQLA by asset
type, counterparty, issuer, currency,
borrowing capacity, or other factors
associated with the liquidity risk of
the assets; and

(5) The FDIC-supervised institution”
in its place wherever it appears.must
have a documented methodology that
results in a consistent treatment for
determining that the FDIC-supervised
institutions eligible HQLA meet the re-
quirements set forth in this section.

(b) Generally applicable criteria for eli-
gible HQLA. A FDIC-supervised institu-
tions eligible HQLA must meet all of
the following criteria:

(1) The assets are unencumbered in
accordance with the following criteria:

(i) The assets are free of legal, regu-
latory, contractual, or other restric-
tions on the ability of the FDIC-super-
vised institution to monetize the as-
sets; and

(ii) The assets are not pledged, ex-
plicitly or implicitly, to secure or to
provide credit enhancement to any
transaction, but the assets may be con-
sidered unencumbered if the assets are
pledged to a central bank or a U.S. gov-
ernment-sponsored enterprise where:
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